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Introduction	  	  The	   Eurozone	   crisis	   is	   often	   referred	   to	   as	   the	   largest	   test	   for	   European	  integration	  yet.	  The	  trust	  of	  investors	  as	  well	  as	  the	  European	  peoples’	  belief	  in	  a	  united	   Europe	   has	   been	   shaken	   to	   the	   fullest	   extent.	   Unemployment,	   and	  especially	  youth	  unemployment,	  in	  Southern	  Europe	  is	  on	  the	  rise,	  as	  are	  anti-­‐EU	  political	   parties.	   Even	   Germany,	   traditionally	   very	   committed	   to	   the	   European	  idea	   has	   seen	   the	   rise	   of	   a	   party	   advertising	   a	   dissolution	   of	   the	   Euro	   in	   this	  year’s	  European	  elections.1	  While	   these	   developments	   do	   of	   course	   not	   spark	   large-­‐scale	   enthusiasm	   for	  European	  integration,	  crises	  have	  always	  preceded	  increasing	  integration	  efforts	  of	   the	   European	  Union.	   In	   the	   last	   few	   years,	   a	   similar	   trend	   is	   clearly	   visible.	  European	   institutions	  have	  played	   a	   great	   role	   in	   crisis	  management	   and	   talks	  about	   further	   integration	   of	   the	   Eurozone,	   whether	   it	   concerns	   a	   “fiscal	  compact”,	   a	   “political	   union”	   or	   “Eurobonds”,	   have	   been	   a	   large	   part	   of	   news	  coming	  from	  all	  European	  capitals	  and	  Brussels.	  Further	   integration	   is	   not	   only	   a	   desire	   by	   member	   states,	   but	   scholars	   have	  named	   it	   a	   necessity	   to	   ensure	   the	   continuity	   of	   the	   single	   currency	   and	   the	  ability	  to	  withstand	  another	  currency	  crisis.	  This	   is	  also	  reflected	  in	  the	  turn	  of	  academic	  debate	  from	  a	  more	  substantial	  one	  on	  the	  fate	  of	  the	  Euro	  as	  a	  whole	  to	   how	   future	   crises	   can	   be	   avoided	   and	   how	   the	   Euro	   can	   regain	   the	   trust	   of	  investors	  and	  its	  population.	  With	   the	   prospect	   of	   the	   Euro	   “sticking	   around”	   I	   will	   re-­‐visit	   the	   vision	  McNamara	   voiced	   in	   an	   article	   that	   just	   predates	   the	   Eurocrisis.	   In	   her	   (very	  positive)	  outlook	  on	  the	  future	  international	  role	  of	  the	  Euro,	  McNamara	  claims	  that	  internal	  consolidation	  of	  the	  Euro’s	  institutions	  and	  capabilities	  to	  conduct	  independent	  policies	  can	  heavily	  promote	  the	  external	  role	  of	  the	  Euro.	  She	  goes	  as	  far	  as	  to	  claim	  that	  with	  the	  right	  policy	  mix	  the	  Euro	  could	  overtake	  the	  dollar	  as	   the	   global	   key	   currency	   and	   enjoy	   all	   positive	   attributes	   this	   brings	  with	   it,	  including	  hard	  geopolitical	  power.	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  1	  “European	  elections:	  results	  from	  across	  Europe”,	  The	  Guardian	  (May	  25,	  2014).	  http://www.theguardian.com/politics/ng-­‐interactive/2014/may/25/european-­‐elections-­‐results-­‐across-­‐europe-­‐eu-­‐parliament	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In	  this	  paper	  I	  will	  concern	  myself	  with	  her	   ideas	  and	  see	  to	  which	  extent	  they	  live	  up	  to	  the	  experiences	  from	  the	  financial	  crisis	  I	  will	  be	  focusing	  on	  internal	  developments	   of	   the	   Eurozone,	   in	   particular	   the	   issues	   of	   ECB	   agency	   and	  Eurobonds.	  Finally	  I	  will	  give	  my	  judgment	  on	  the	  question	  whether	  McNamara’s	  vision	   is	   still	   feasible	   after	   the	   crisis	   or	   whether	   her	   ideas	   were	   simply	   too	  ambitious	  for	  the	  Euro,	  at	  least	  in	  the	  short	  to	  mid-­‐term.	  I	  will	  present	  my	  research	  design	  in	  the	  section	  below.	  	  
Research	  Design	  	   1. Literature	  Review	  of	  important	  theoretical	  frameworks	  used	  in	  European	  monetary	  integration	  at	  the	  present	  time.	  In	  this	  section	  I	  will	  give	  a	  short	  overview	  of	  the	  prevailing	  debate	  on	  European	   integration	   in	  2014.	  For	   this	   I	  will	   outline	   the	  most	  influential	   schools	   of	   thought	   concerning	   the	   future	   of	   the	   Euro	  and	  political	  integration.	  2. McNamara’s	  vision.	  In	   the	   second	   part	   of	  my	   paper	   I	  will	   outline	   the	  main	   points	   of	  McNamara’s	   article	   and	   how	   it	   fits	   into	   European	   integration	  theory	  at	  the	  present	  time.	  	  3. Issues	  that	  won’t	  be	  addressed	  in	  this	  paper.	  Because	  of	  the	  time	  and	  space	  given	  to	  me	  at	  the	  present	  time	  I	  will	  have	   to	  omit	  a	  considerable	  amount	  of	   issues	  connected	  with	   the	  internal	  as	  well	  as	  external	  role	  of	  the	  Euro.	  I	  will	  justify	  my	  choice	  of	  research	  area	  in	  this	  part	  but	  also	  mention	  other	  strands	  of	  the	  present	  problem	  that	  should	  be	  considered	  in	  the	  future.	  4. McNamara’s	  data	  analysis	  compared	  with	  data	  from	  today.	  In	   this	   section	   I	  will	   discuss	   the	   changes	   in	   the	   datasets	   used	   by	  McNamara	   in	   her	   work	   as	   well	   as	   explain	   why	   it	   is	   difficult	   to	  discern	  much	  from	  data	  sets	  at	  the	  given	  time	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5. ECB	   crisis	   response	   and	   enhanced	   capabilities,	   “Eurobonds”	   and	   link	   to	  McNamara’s	  work.	  The	  heart	  of	  my	   research	  will	   focus	  on	   the	   crisis	   response	  of	   the	  ECB	   amidst	   the	   crisis	   and	   how	   its	   role	   changed	   during	   it.	   I	   will	  furthermore	   pay	   special	   attention	   to	   the	   so-­‐called	   “Eurobonds”	  that	   were	   already	   suggested	   by	   McNamara	   in	   her	   work.	   It	   will	  become	  clear	  that	  there	  is	  great	  overlap	  between	  her	  work	  and	  the	  actual	  crisis	  response	  and	  institutional	  discussion	  in	  Europe.	  6. Conclusion.	  In	   my	   conclusion	   I	   will	   give	   a	   judgment	   on	   the	   test	   that	   the	  Eurocrisis	  put	   to	  McNamara’s	  work	  as	  well	  as	  give	  an	  outlook	  on	  the	  future	  development	  of	  European	  integration.	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Literature	  review	  	  According	  to	  Enrico	  Spolaore	  “the	  political	  design	  of	  European	  institutions	  is	  at	  the	  center	  of	  the	  current	  debate	  about	  the	  euro.”2	  In	  this	  way,	  the	  debate	  about	  the	  Euro,	  as	  heated	  as	  it	  might	  have	  become	  during	  the	  height	  of	  the	  Euro	  crisis,	  has	  not	  been	  more	  but	  a	  variation	  of	  a	  debate	  that’s	  been	   going	   on	   for	   decades.	   There	  were,	   and	   still	   are,	   some	   scholars	   that	   claim	  that	  European	  integration	  took	  a	  step	  too	  far	  with	  the	  European	  Monetary	  Union	  (EMU)	  and	   call	   it	   a	   failed	  project.3	  On	   the	  other	  hand,	  proponents	  of	  European	  integration	  blame	  the	  incomplete	  institutions	  of	  the	  EMU	  and	  insufficient	  policy	  integration	  among	  the	  member	  states	  for	  the	  recent	  crisis.	  45	  I	  will	  now	  give	  a	  short	  summary	  of	  the	  “classical”	  European	  integration	  theories	  and	  afterwards	  put	  those	  into	  perspective	  with	  the	  current	  debate	  on	  integration	  connected	  to	  the	  EMU.	  The	   most	   radical	   but	   also	   often	   cited	   as	   the	   oldest	   theory	   advocating	   is	  
federalism.	  Especially	   in	  the	  early	  years	  of	  European	   integration,	  some	  scholars	  believed	  that	  a	  federation	  of	  European	  states	  on	  the	  model	  of	  the	  United	  States	  of	  America	   could	  do	   away	  with	   the	   threat	   of	  war	   in	  Europe.	  This	   theory	  was	  not	  well	   received	   by	   member	   states	   and	   therefore	   a	   new	   theory,	   namely	  
functionalism,	  soon	  dominated	  the	  debate.	  Their	  believe	  was	  it,	   that	   integration	  could	  happen	  if	  there	  was	  direct	  benefits	  in	  giving	  up	  some	  degree	  of	  sovereignty	  in	  economic	  matters	   to	   achieve	  economies	  of	   scale	  by	  overcoming	   technical	  or	  economic	   issues.	   However,	   this	   approach	   was	   purely	   economic	   and	   did	   not	  account	  for	  the	  self-­‐interest	  of	  nation	  states.	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  2	  Spolaore,	  Enrico	  “What	  is	  European	  Integration	  Really	  About?	  A	  Political	  Guide	  for	  Economists,”	  Journal	  of	  Economic	  Perspectives	  27,	  no.	  3	  (Summer	  2014):	  125.	  http://dx.doi.org/10.1257/jep.27.3.125	  3	  Feldstein,	  Martin	  “The	  Failure	  of	  the	  Euro:	  The	  Little	  Currency	  That	  Couldn’t”,	  
Foreign	  Affairs	  (January	  2012).	  44	  Santow,	  Leonard	  “The	  Eurozone	  Needs	  to	  Rethink	  the	  Powers	  of	  the	  European	  Central	  Bank”,	  Challenge	  56,	  no.2	  (March	  2013):	  80.	  DOI:	  10.2753.0577-­‐5132560204	  	  5	  Schelkle,	  Waltraud	  “Good	  governance	  in	  crisis	  or	  a	  good	  crisis	  for	  governance?	  A	  comparison	  pf	  the	  EU	  and	  the	  US”,	  Review	  of	  International	  Political	  Economy	  19,	  no.	  1	  (October	  2010):	  35,	  53-­‐54.	  http://dx.doi.org/10.1080/09692290.2010.499791	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The	   narrowness	   of	   above	   mentioned	   approach	   soon	   led	   to	   some	   scholars	  advancing	  the	  theory	  to	  include	  bargaining	  and	  compromise	  and	  the	  well-­‐known	  “spill-­‐over”	  effect	  that	  would	  occur	  when	  cooperation	  in	  one	  policy	  area	  leads	  to	  further	  cooperation	   in	  another.	   	   It	   is	   important	   to	  note	   that	  proponents	  of	   this	  approach	   believe	   that	   national	   governments	   initiate	   European	   integration,	   but	  the	   main	   progress	   comes	   from	   European	   institutions	   and	   elites	   who	   act	  independently	  of	  national	  interests.	  This	  approach	   is	  being	  called	  neo-­‐functionalism	  and	   is	  still	  very	  popular	  among	  scholars	  today.	  Another	   important	   theory	   to	  mention	   here	   is	   intergovernmentalism,	   which	   as	  the	   name	   implies	   focuses	   on	   member	   states	   as	   the	   most	   important	   actors	   in	  European	   integration,	   and	   the	   more	   developed	   approach	   of	   liberal	  intergovernmentalism	   (largely	   coined	   by	  Moravcsik).	   In	   this	   approach,	   further	  European	   integration	  only	  occurs	  when	   there’s	  support	   in	   the	  various	  member	  states	  and	  when	  it’s	  in	  the	  interest	  of	  all	  states	  to	  further	  integrate.6	  To	   come	   back	   to	   the	   debate	   being	   held	   today,	   the	   necessity	   for	   further	  integration	   to	   prevent	   another	   currency	   crisis	   and	   to	   stabilize	   the	  Eurozone	   is	  almost	  undisputed.	  The	  biggest	   question	   is	   the	  how?	  While	   the	  member	   states	  signed	   the	   “Treaty	   on	   Stability,	   Coordination	   and	  Governance	   in	   the	   Economic	  and	   Monetary	   Union”	   in	   early	   2012	   as	   an	   effort	   to	   underline	   their	   desire	   to	  defend	  the	  Euro	  at	  all	  costs7,	  and	  constant	  discussions	  about	  Eurobonds,	  a	  more	  powerful	  European	  “currency	  commissioner”	  and	  other	  possible	   improvements	  for	   the	   Eurozone,	   Mario	   Draghi	   (president	   of	   the	   ECB)	   summed	   up	   the	   both	  positions	  in	  between	  most	  scholars	  of	  IPE	  move	  nowadays	  concerning	  the	  Euro:	  the	   debate	   takes	   place	   in	   between	   a	   full	   fledged	   federation	   of	   European	   states	  and	  “minimum	  requirements	  to	  complete	  economic	  and	  monetary	  union”.89	  	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  6	  Blair,	  Alasdair	  “The	  European	  Union	  since	  1945“,	  2.	  Ed,	  (Pearson	  2010):	  4-­‐5.	  7	  European	  Commission,	  “Treaty	  on	  Stability,	  Coordination	  and	  Governance	  in	  the	  Economic	  and	  Monetary	  Union”,	  European	  Council	  (website).	  http://european-­‐council.europa.eu/media/639235/st00tscg26_en12.pdf	  8	  “Draghi:	  ‘United	  States	  of	  Europe’	  not	  necessary	  to	  save	  the	  euro”,	  Euractiv	  (August	  30,	  2012).	  http://www.euractiv.com/euro-­‐finance/draghi-­‐united-­‐states-­‐europe-­‐nece-­‐news-­‐514513	  9	  Spolaore	  	  (2014):	  139.	  
The	  Eurozone	  Crisis	  as	  a	  promoter	  of	  the	  Euro’s	  external	  role?	  A	  re-­‐visit	  of	  McNamara’s	  arguments	  for	  the	  Euro	  as	  a	  key	  currency.	  
	   7	  
McNamara’s	  vision	  	  According	  to	  McNamara,	   the	  Euro	   is	   the	  only	  currency	  that	  could	  pose	  a	  viable	  threat	   to	   the	   dollar	   as	   a	   global	   key	   currency.	   It	   has	   “many	   of	   the	   underlying	  factors	   that	  would	  make	   it	   a	   competitor	   to	   the	  dollar,	   but	   [that]	   the	  necessary	  political	  power	  and	  social	  requirements	  are	  missing	  to	  make	  it	  the	  focal	  point	  of	  the	   global	   economy.”10	  A	   more	   unified	   political	   stance	   within	   the	   Euro	   area,	  however,	  could	  increase	  investor	  preferences	  for	  the	  Euro	  and	  thereby	  improve	  the	  Euro’s	  position	  in	  international	  financial	  politics.	  This	   is	   an	   important	   factor	   as	   monetary	   power	   relies	   on	   the	   preferences	   and	  habits	  of	  investors.	  	  McNamara	   commences	   her	   article	   by	   establishing	   a	   link	   between	   “power	   and	  currency”.11	  She	  claims	  that	  there	  is	  strong	  empirical	  evidence	  for	  the	  issuer	  of	  a	  key	  currency	  of	  its	  time	  to	  also	  be	  the	  geopolitical	  hegemon.	  She	  exemplifies	  this	  by	   the	   examples	   of	   the	   British	   Empire	   in	   the	   late	   19th	   century	   and	   the	   United	  States	   in	   the	   post-­‐war	   era.	   	  McNamara	   defines	   a	   key	   currency	   as	   the	   currency	  held	  most	  as	  a	  reserve	  currency	  by	  other	  nations	  as	  well	  as	  private	  entities,	  the	  most	  used	  currency	   for	   trade	  and	   financial	   instruments	  such	  as	  bonds,	  and	   the	  currency	  other	  nations	  would,	  if	  necessary,	  peg	  or	  anchor	  their	  national	  currency	  to.	  The	   holder	   of	   a	   key	   currency	   enjoys	   a	   number	   of	   potential	   benefits	   as	  well	   as	  costs.	  Perhaps	  the	  most	  important	  benefit	  is	  the	  relative	  advantage	  the	  holder	  of	  a	  key	  currency	  possesses	   in	   the	   freedom	  of	   their	  macroeconomic	  policies.	  This	  means	   that	   it	   is	   relatively	   easy	   for	   the	   issuer	   of	   the	   key	   currency	   to	   finance	   a	  balance	  of	  payments	  imbalance.	  The	  reason	  being	  that	  the	  international	  markets	  adjusts	   to	   their	   economy,	   since	   investors	   trust	   in	   the	   currency	   and	   seek	   to	  stabilize	   it,	   and	  not	   the	  other	  way	   around.	   Furthermore,	   the	  presence	  of	   a	   key	  currency	  abroad	  is	  an	  instrument	  of	  soft	  power	  as	  it	  represents	  a	  state’s	  identity	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  10	  McNamara,	  Kathleen	  R.,	  “A	  rivalry	  in	  the	  making?	  The	  Euro	  and	  international	  monetary	  power”,	  Review	  of	  International	  Political	  Economy	  15,	  no.	  3	  (August	  2008):	  439.	  11	  Ibid:	  441.	  
The	  Eurozone	  Crisis	  as	  a	  promoter	  of	  the	  Euro’s	  external	  role?	  A	  re-­‐visit	  of	  McNamara’s	  arguments	  for	  the	  Euro	  as	  a	  key	  currency.	  
	   8	  
and	  through	  its	  presence	  increases	  international	  prestige	  of	  the	  issuer,	  which	  in	  turn	  enhances	  their	  geopolitical	  supremacy.	  	  Last	   but	   not	   least,	   and	   perhaps	   most	   interestingly	   for	   the	   Euro	   area	   and	   by	  extension	   for	   the	   EU,	   is	   the	   possibility	   to	   exercise	   hard	   geopolitical	   power	  through	   currency	   dominance.	   By	   manipulating	   the	   supply	   of	   its	   currency,	   an	  actor	  in	  said	  position	  can	  exert	  considerable	  pressure	  on	  third	  actors.12	  While	  all	   the	  above-­‐mentioned	  points	  are	  clearly	  advantageous	   to	   the	   issuer	  of	  the	  key	  currency,	  they	  also	  all	  bring	  the	  potential	  for	  loss	  of	  control	  with	  them.	  If	  vast	   amounts	   of	   the	   currency	   are	   in	   possession	   of	   other	   states,	   the	   ability	   to	  manipulate	  the	  exchange	  rate	  to	  the	  benefit	  of	  the	  national	  economy	  decreases.	  Also,	   the	   power	   of	   key	   currency	   is,	   as	   mentioned	   before,	   largely	   socially	  constructed.	  If	  investors	  and	  other	  actors	  lose	  faith	  in	  it,	  loss	  of	  control	  is	  almost	  inevitable.	   While	   these	   risks	   are	   considerable,	   the	   potential	   benefits	   do	   still	  outweigh	  them.	  	  In	   the	   following	   section,	  McNamara	   lines	   out	   the	  position	  of	   the	  Euro	   vis-­‐à-­‐vis	  other	   currencies	   and	   especially	   the	   dollar	   with	   the	   data	   available	   when	   she	  wrote	  the	  article.	  To	   do	   this,	   she	   first	   looks	   at	   the	   Currency	   Composition	   of	   Foreign	   Exchange	  Reserves	   (COFER)	   from	  1999	   to	  2006.	  While	   the	  dollar	   is	   still	  dominant	   in	   the	  last	  year	  with	  about	  two	  thirds	  of	  all	  official	  reserves	  (down	  from	  71%	  in	  1999),	  global	   reserves	   in	   Euros	   have	   steadily	   been	   growing	   to	   about	   a	   fourth	   of	   total	  reserves	  in	  2006	  (up	  from	  18%	  in	  1999).	  When	   it	   comes	   to	   currencies	  used	   for	   trade,	   the	  US	  almost	   exclusively	  handles	  their	   imports	   and	   exports	   in	  Dollar	   (92/99%)	  while	   European	   countries	   use	   a	  mix	  with	  some	  supremacy	  of	   the	  Euro	  but	  still	  considerable	  amount	  of	   trade	   is	  conducted	  in	  dollars.	  While	  the	  Euro	  lacks	  far	  behind	  the	  dollar	  in	  the	  majority	  of	  Asian	  countries,	  data	  for	  third	  countries	  is	  hard	  to	  come	  by	  and	  McNamara	  could	  therefore	  not	  give	  any	  judgment	  on	  that.	  The	  global	  bond	  market	  was	  the	  sole	  market	  dominated	  by	  the	  Euro	  at	  the	  time	  of	  the	  article.	  While	  the	  dollar-­‐denominated	  debt	  accumulated	  to	  36%	  of	  global	  bond	   shares,	   Euro-­‐denominated	   ones	   made	   up	   45%.	   She	   claims	   that	   private	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  12	  Ibid:	  442-­‐443.	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investors	  were	  holding	  most	  of	  the	  European	  bonds	  as	  they	  had	  more	  confidence	  in	   a	   stable	   exchange	   rate	   in	   the	  Euro	   area	   as	  well	   as	   faith	   in	   the	   deepening	   of	  European	  financial	  markets.	  She	  concludes	  that	  the	  Euro	  “is	  a	  fast	  developer,	  performing	  at	  a	  level	  far	  beyond	  its	   age;”	   but	   also	   reminds	   the	   reader	   that	   the	   dollar	   is	   still	   supreme	   in	   most	  currency	  indices.13	  	  To	   dive	   deeper	   into	   the	  mechanisms	   that	   underlie	   a	   key	   currency,	   McNamara	  devotes	   the	   next	   section	   to	   the	   social	   sources	   of	   currency	   hegemony.	   She	  identifies	  three	  key	  functions	  that	  currency	  performs:	  a	  unit	  of	  account,	  a	  means	  of	  exchange	  and	  a	  store	  of	  value.	  As	  for	  the	  unit	  of	  account,	  it	  is	  crucial	  that	  a	  key	  currency	  is	  the	  “natural”	  choice	  for	  an	  investor	  or	  any	  other	  actor	  in	  international	  finance.	  The	  more	  participants	  agree	   on	   one	   currency	   the	   larger	   the	   positive	   externalities	   of	   it	   are,	   a	   desire	  shared	  by	  all	  participants.	  The	  dollar	  is	  here	  clearly	  the	  dominant	  currency,	  the	  US	   being	   the	   dominant	   superpower	   since	  WWII.	   The	   Euro	   is	   far	   from	   having	  strong	  underlying	  institutions	  that	  could	  create	  a	  similar	  effect	  and	  even	  if	  there	  were,	   a	   change	   in	   key	   currency	   is	   usually	   a	   long	   process.	   On	   the	   other	   hand,	  however,	  she	  notes	  that	  if	  social	  construction	  of	  key	  currency	  is	  this	  important,	  there	  would	  only	  be	  few	  material	  barriers	  for	  the	  Euro	  to	  overpower	  the	  dollar	  and	  change	  could	  in	  extreme	  cases	  happen	  very	  quickly.14	  While	   the	   function	   of	   a	   key	   currency	   as	   a	   unit	   of	   account	  might	   be	   subject	   to	  more	   social	   considerations	   and	   actors	   preferences,	   the	   other	   two	   rely	   much	  more	  on	  faith	  in	  the	  stability	  and	  reliability	  of	  a	  currency.	  As	  a	  means	  of	  exchange	  and	  a	  store	  of	  value,	  a	  currency	  has	  to	  perform	  rather	  than	  just	  be	  a	  choice.	  Investors	   will	   therefore	   turn	   to	   the	   economically	  most	   sensible	   solution,	   even	  though	   political	   and	   social	   aspects	   shouldn’t	   be	   neglected	   as	   they	   influence	  investors’	  opinions	  on	  a	  currency	  regime	  still.	  In	  both	  of	  the	  functions	  just	  mentioned,	  the	  dollar	  enjoyed	  clear	  supremacy	  over	  the	   Euro	   at	   the	   time	   the	   article	   was	   written.	   But,	   McNamara	   notes	   that	   the	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  13	  Ibid:	  445.	  14	  Ibid:	  446-­‐448.	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dollar’s	  position	  may	  be	  eroding	  as	  “the	  EU	  recently	  has	  begun	  to	  make	  financial	  integration	  a	  top	  priority,”15	  a	  point	  I	  will	  revisit	  in	  later	  parts	  of	  this	  paper.	  The	  next	  two	  points	  McNamara	  identified	  as	  preventing	  the	  rise	  of	  the	  Euro	  as	  a	  key	   currency	   in	   2008	   are	   the	   absence	   of	   EU	   treasury	   bills	   and	   therefore	   the	  absence	  of	  EU	  level	  deficit	  financing	  abilities	  and	  the	  fact	  that	  investors	  question	  the	  ability	  of	  the	  ECB	  for	  effective	  crisis	  response.16	  There	  has	  been	  considerable	  developments	   in	   both	   of	   these	   points,	   especially	   the	   latter,	   and	   they	  will	   be	   of	  vital	  importance	  in	  the	  following	  chapters	  so	  I	  will	  not	  elaborate	  on	  those	  now.	  	  In	   the	   last	   analytical	   part	   of	   her	   work,	   McNamara	   turns	   to	   the	   politics	   of	  European	  decision-­‐makers	  concerning	  the	  international	  role	  of	  the	  Euro.	  She	   points	   out	   that	   the	   ECB	   itself	   advocates	   a	   market-­‐driven	   Euro	   and	  furthermore	  points	  out	  that	  officials	  are	  worried	  about	  a	  loss	  of	  control	  over	  the	  currency	   should	   for	   example	   China	   decide	   to	   heavily	   increase	   their	   foreign	  reserves	  denominated	  in	  Euro.	  According	  to	  her,	  there	  is	  “little	  consistent	  action”	  among	  European	   institutions	  as	  well	  as	  confusion	  about	  who	   is	  responsible	   for	  exchange	  rate	  policy.17	  McNamara	   also	   considers	   politics	   on	   the	   other	   side	   of	   the	   Atlantic	   to	   be	   of	  importance	  for	  the	  Euro.	  However,	  as	  is	  the	  case	  in	  Europe,	  also	  the	  United	  States	  are	  reluctant	  to	  explicitly	  address	  the	  potential	  conflict	  between	  Euro	  and	  dollar.	  In	  any	  case,	  neither	  side	  seems	  to	  have	  developed	  any	  coherent	  policies	  should	  the	  conflict	  spark.	  	  As	  I	  already	  mentioned	  in	  the	  introduction,	  McNamara	  concludes	  that	  the	  Euro	  is	  in	  a	  very	  good	  position	  to	  challenge	  the	  dollar	  but	  is	  missing	  some	  key	  social	  and	  political	  components	  to	  challenge	  the	  “greenback’s”	  dominance.	  However,	   since	   the	   release	   of	   her	   article,	   an	   international	   financial	   crisis	  happened	  and	  many	   things	  changed.	   In	   fact,	  as	   illustrated	   in	  section	  5,	  most	  of	  her	   criticisms	  on	   the	  Eurozone	  have	  been	  addressed	  during	   the	   crisis	   as	   these	  have	  been	  proven	  to	  be	  the	  weak	  links	  of	  Euro	  institutions.	  	  I	  will	  be	  focusing	  of	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  15	  Ibid:	  448.	  16	  Ibid:	  450-­‐451.	  17	  Ibid:	  452.	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two	   core	   issues	   she	   lined	   out,	   the	   capabilities	   of	   the	   ECB	   to	   act	   and	   for	   crisis	  response	  as	  well	  as	  the	  possibility	  of	  the	  so-­‐called	  “Eurobonds”.	  In	   European	   integration	   theory,	   McNamara’s	   article	   was	   very	   ambitious	   and	  positive	   for	   its	   time.	   With	   the	   experience	   of	   the	   crisis	   and	   the	   developments	  European	   integration	   it	   might	   not	   seem	   that	   way	   but	   for	   the	   pre-­‐crisis	   area	  McNamara’s	   visions	   were	   very	   far-­‐reaching	   and	   its	   safe	   to	   assume	   that	   she	  would	   advocate	   a	   fully-­‐fledged	   political	   union	   (as	   she	   also	   indicates	   in	   the	  article)	   for	   the	   Euro	   to	   unleash	   its	   full	   potential	   as	   a	   global	   currency.	  Furthermore,	  it	  must	  be	  noted	  that	  McNamara	  picks	  up	  a	  lot	  of	  arguments	  from	  a	  constructive	   perspective,	  meaning	   that	   she	   takes	   social	   factors	   very	  much	   into	  consideration	  (e.g.	   investors’	  habits	  and	  preferences).	   In	   that	  way	  she	  does	  not	  see	  the	  EU	  as	  a	  economic	  union	  first	  and	  foremost	  but	  also	  as	  something	  creating	  identity	   and	   increasing	   interdependence	   not	   only	   economically	   but	   also	   in	   the	  heads	  of	  European	  peoples.	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Issues	  that	  won’t	  be	  addressed	  in	  this	  paper	  	  In	   this	   paper	   I	   will	   only	   be	   looking	   at	   a	   small	   fraction	   of	   IPE	   literature	   on	  currency	  and	  European	  integration.	  This	  is	  due	  to	  the	  limited	  time	  and	  space	  of	  this	   paper.	   One	   could	   conduct	   research	   into	   several	   different	   directions	   taking	  this	  paper	  as	  a	  departure	  point,	  I	  will	  give	  a	  few	  examples	  in	  the	  following	  which	  are	  not	  exhaustive.	  So	  could	  one	  put	  more	  emphasis	  on	  the	  role	  of	  the	  dollar	  in	  the	  dollar	  vs.	  Euro	  debate	  mentioned	  by	  McNamara.	  Also	  the	  general	  state	  of	  the	  international	  monetary	  system	  would	  be	  interesting	  to	  look	  at.	  Furthermore,	  the	  role	   of	   China	   and	   its	   currency	   can	   tell	   a	   lot	   about	   currency	   hegemony	   and	  different	  approaches	  to	  currency	  regimes	  as	  China	  follows	  a	  completely	  different	  policy	  than	  the	  EU	  or	  the	  US.	  Last	  but	  not	  least,	  there	  are	  several	  other	  issues	  that	  McNamara	  discusses	  in	  her	  work	   and	   most	   of	   them	   are	   of	   very	   optimistic	   nature	   towards	   the	   Euro.	   My	  decision	  to	  only	  focus	  on	  the	  development	  of	  the	  ECB	  and	  Eurobonds	  was	  simply	  out	  of	  practical	  reasons.	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McNamara’s	  data	  analysis	  compared	  with	  data	  from	  today	  	  
	  
	  Table	  1.	  COFER	  2002-­‐2011.	  Source:	  IMF	  http://www.imf.org/external/np/sta/cofer/eng/index.htm	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In	  the	  table	  above	  I’ve	  compiled	  data	  of	  currencies	  used	  as	  reserve	  currencies	  as	  supplied	   by	   the	   IMF.	   McNamara	   used	   the	   same	   datasets	   from	   2001-­‐2006	   and	  concluded,	   as	   is	   apparent	   above	   that	   the	   share	   of	   foreign	   currency	   reserves	  denominated	  in	  Euro	  increased	  to	  about	  25%	  of	  all	  foreign	  reserves.18	  Especially	  in	  emerging	  and	  developing	  countries	  does	  the	  Euro	  have	  a	  strong	  position.	  With	  the	  data	   available	  now,	   one	   can	  discern	  quite	   easily	   that	   the	   share	  of	   Euros	   in	  foreign	   reserves	   kept	   increasing	   until	   2009	  while	   the	   share	   of	   us	   dollar	   fell	   to	  about	   the	   same	   extent.	   From	   2010,	   however,	   we	   can	   clearly	   see	   that	   the	  Eurozone	  crisis	  influenced	  the	  foreign	  reserves	  held	  in	  Euro	  as	  they	  dropped	  by	  3%	  worldwide	  until	  2011.	  McNamara	   considered	   also	   international	   trade	   denomination	   in	   different	  currencies,	   however,	   I	  was	   not	   able	   to	   find	   reliable	   data	   for	   the	   last	   couple	   of	  years	   and	   can	   therefore	   not	   give	   any	   update	   on	   this.	   	   The	   third	   data	   set	   that	  McNamara	   considered	  was	   that	   of	   the	  Global	  Bond	  markets.	   In	   those	   the	  Euro	  had	  surpassed	  the	  dollar	  already.	  However,	  during	  the	  turmoil	  of	  the	  Eurocrisis	  data	  on	  bond	  markets,	  especially	  denominations	   in	  Euros	  became	  considerably	  unreliable	  and	  distorted.	  As	   the	   analysis	   of	   new	   data	   sets	   was	   either	   not	   possible	   due	   to	   my	   lack	   of	  resources	  or	  distortion	  because	  of	  the	  Eurocrisis,	  this	  part	  does	  not	  give	  us	  a	  lot	  of	  new	  information,	  which	  is	  why	  I	  focused	  my	  efforts	  on	  the	  sector	  below.	  	   	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  18	  McNamara	  (2008):	  444.	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ECB	  crisis	  response	  and	  enhanced	  capabilities,	  “Eurobonds”	  
and	  link	  to	  McNamara’s	  work.	  
	  First	  of	  all	  I	  would	  like	  to	  mention	  that	  the	  problems	  during	  the	  crisis	  came	  by	  no	  means	   unexpected	   or	  most	   scholars.	   Already	   during	   the	   initial	   stages	   did	   they	  warn	   the	   EMU	   of	   its	   potential	   problems	   with	   free	   riders	   and	   some	   scholars	  advertised	   a	   form	   of	   collective	   responsibility	   to	  make	   sure	   that	  monetary	   and	  fiscal	  policies	  of	  member	   states	  would	  be	   coherent	  enough	   to	  withstand	  stress	  tests	   like	   a	   currency	   crisis.19	  However,	   as	   this	   did	   not	   happen	   due	   to	   the	  reluctance	   of	   most	   member	   states	   to	   undergo	   “unnecessary”	   integration	  measures,	   the	   financial	   crisis	   that	   began	   in	   the	   US,	   swept	   over	   to	   Europe	  beginning	  in	  2007.	  	  For	  the	  ECB,	  the	  crisis	  proved	  to	  be	  the	  moment	  to	  “step	  up	  their	  game”.	  In	  said	  year,	   the	   NY	   times	   remarked	   in	   a	   quite	   surprised	   manner	   that	   the	   European	  Central	   Bank	   had	   taken	   considerable	   measures	   to	   prevent	   a	   currency	   crisis	  before	  the	  US	  Fed	  did.	  This	  was	  quite	  remarkable	  as	  the	  ECB	  was	  previously	  seen	  as	  an	   institution	  supporting	   the	  US	  Federal	  Bank	  but	  hardly	  conducted	   its	  own	  policies.20	  This	  was	  bound	  to	  change	  in	  the	  following	  years.	  While	   McNamara	   managed	   to	   squeeze	   into	   her	   article	   her	   approval	   of	   the	  measures	  taken	  by	  the	  ECB	  in	  2007,	  other	  scholars	  followed	  suit	  and	  applauded	  not	   only	   their	   actions	   then	   but	   also	   a	   year	   later	   under	   considerable	   financial	  pressure.2122	  Bordes	   &	   Clerc	   did	   in	   their	   work	   not	   only	   praise	   the	   early	   crisis	  response	  but	  also	  noted	  that	  the	  ECB	  gained	  more	  and	  more	  independence	  in	  its	  decision-­‐making.	   Furthermore,	   they	   claim	   that	   the	   well	   functioning	   of	   the	  European	  financial	  market	  increasingly	  depended	  on	  the	  actions	  of	  the	  ECB.23	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  19	  Chang,	  Michelle	  “The	  Logic	  of	  Collective	  Responsibility	  in	  European	  Monetary	  Integration”,	  Journal	  of	  Public	  Policy	  22,	  no.	  2	  (May	  2002):	  240.	  http://www.jstor.org/stable/4007715	  20	  Landler,	  Mark	  “Credit	  Squeeze	  Puts	  Europe’s	  Bank	  in	  Spotlight”,	  NY	  Times	  (August	  14,	  2007).	  http://www.nytimes.com/2007/08/14/business/worldbusiness/14euro.html	  21	  McNamara	  (2008):	  450.	  22	  Bordes,	  Christian	  and	  Clerc,	  Laurent	  “The	  ECB’s	  separation	  principle:	  does	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  From	  policy	  rule	  to	  stop-­‐and-­‐go”,	  Oxford	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  Papers	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  71.	  Doi:10.1093/oep/gps049	  23	  Ibid:	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Schelke,	  who	  conducted	  research	  on	  good	  governance	  in	  the	  crisis	  noted	  that	  the	  ECB	  was	   able	   to	   create	   “good	  governance	   innovations”,	   even	  more	   remarkable	  because	  of	  their	  weak	  institutions.	  According	  to	  him,	  and	  a	  great	  number	  of	  other	  scholars,	   the	   ECB	   became	   a	   major	   actor	   in	   resolving	   the	   crisis	   and	   generally	  matured	   from	   its	   member	   states.24	  He	   even	   goes	   so	   far	   as	   to	   call	   the	   crisis	   a	  “blessing	  in	  disguise”	  for	  the	  institutional	  development	  of	  the	  EMU.25	  Also	  the	  president	  of	  the	  ECB	  during	  the	  crisis,	  Mario	  Draghi,	  started	  to	  act	  more	  publicly	   and	   today	   enjoys	   a	   much	   more	   prominent	   role	   than	   originally	  anticipated.	   Instead	   of	   acting	   discretely	   in	   the	   background,	   Draghi	   used	   the	  media	   to	   make	   his	   positions	   heard	   and	   used	   them	   to	   exert	   influence	   on	   the	  member	   states.	   A	   great	   example	   for	   this	   was	   his	   announcement	   in	   the	   end	   of	  August	  2012	  when	  he	  noted	  that	  a	  “United	  States	  of	  Europe”	  was	  not	  necessary	  to	   save	   the	   Euro	   but	   that	   the	   ECB	   would	   still	   need	   some	   sort	   of	   control	  mechanism	   over	   national	   budgets.26 	  Further	   notable	   statements	   include	   his	  subsequent	   announcement	   of	   “unlimited”	   bond	   buying	   by	   the	   ECB,	   a	   step	   that	  increased	  the	  trust	  of	  investors	  in	  the	  Euro	  massively	  as	  it	  ultimately	  meant	  that	  the	  ECB	  would	  take	  any	  measure	  to	  safeguard	  the	  currency27,	  and	  his	  support	  for	  the	   call	   of	   the	   German	   financial	   minister	   for	   a	   “currency	   commissioner”	   with	  increased	  controlling	  capabilities.28	  All	  these	  examples	  above	  show	  how	  the	  ECB	  used	  the	  crisis	  to	  emerge	  as	  a	  major	  actor	  in	  the	  international	  financial	  arena.	  Were	  they	  only	  a	  passive	  actor	  looking	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  25	  Schelkle,	  Waltraud	  “Good	  governance	  in	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  http://dx.doi.org/10.1080/09692290.2010.499791	  26	  “Draghi:	  ‘United	  States	  of	  Europe’	  not	  necessary	  to	  save	  the	  euro”,	  Euractiv	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  bond	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  (September	  9,	  2012).	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  “Draghi	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  (October	  29,	  2012).	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for	  price	  stability,	  so	  did	  they	  (not	  voluntarily)	  step	  up	  as	  an	  actor	  in	  the	  greatest	  crisis	  in	  Europe	  since	  the	  Great	  Depression.	  	  While	   many	   have	   praised	   the	   crisis	   response	   of	   the	   ECB,	   the	   limits	   of	   said	  institution	  in	  crisis	  response	  and	  its	  capabilities	  to	  act	  independently	  were	  very	  visible,	  too.	  While	  the	  European	  Financial	  Stability	  Facility	  (EFSF)	  saw	  some	  involvement	  of	  the	  ECB,	   the	   later	   created	  European	  Financial	   Stabilization	  Mechanism	   (EFSM)	  and	  the	  permanent	  European	  Stability	  Mechanism	  (ESM)	  were	  created	  without	  much	  involvement	  on	  behalf	  of	  the	  ECB.29	  Furthermore,	  they	  show	  the	  member	  states	  preference	  for	  muddling	  through	  instead	  of	  “real”	  integration.30	  Even	   more	   apparent	   is	   the	   lack	   of	   ability	   to	   enforce	   fiscal	   discipline.31	  Even	  though	   the	   European	   countries	   pledged	   to	   adhere	   to	   a	   stricter	   fiscal	   regime	  under	  the	  in	  the	  end	  of	  2012	  created	  fiscal	  compact,32	  scholars	  remain	  skeptical	  whether	   a	   fiscal	   union	   is	   a	   realistic	   aim.	   The	   two	   major	   problems	   with	   an	  integrated	   fiscal	   union	   are	   for	   one	   the	   heterogeneity	   of	   approaches	   towards	  fiscal	   policies.	   While	   the	   Central	   and	   Northern	   European	   countries	   are	   more	  focused	   on	   price	   stability,	   Southern	   and	   Western	   countries	   tend	   to	   promote	  growth.	   These	   two	   approaches	   are	   inherently	   different,	   and	   to	   reconcile	   them	  will	  take	  massive	  efforts	  and	  cause	  severe	  side	  effects	  for	  one	  of	  the	  two	  groups	  of	  countries.33	  The	  second	  problem	  is	  that	  a	  fiscal	  union	  would	  effectively	  mean	  that	  national	  parliaments	  would	  have	  to	  surrender	  their	  sovereignty	  over	   their	  national	  budget.	  Even	  with	  the	  experiences	  of	  a	  recent	  large-­‐scale	  crisis	  are	  the	  chances	   of	   such	   a	   measure	   passing	   through	   all	   national	   parliaments	   relative	  slim.34	  As	   the	   last	   part	   above	   illustrates	   pretty	   well,	   the	   crisis	   showed	   both	   the	  capability	   of	   the	   ECB	   to	   assume	   a	   more	   active	   role	   and	   act	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  Journal	  of	  Economic	  Integration	  
26,	  no.	  4	  (December	  2011):	  673.	  http://www.jstor.org/stable/41330832	  30	  Bordes	  &	  Clerc	  (2013):	  89.	  31	  Belke	  (2011):	  674.	  32	  European	  Commission,	  “Treaty	  on	  Stability,	  Coordination	  and	  Governance	  in	  the	  Economic	  and	  Monetary	  Union”,	  European	  Council	  (website).	  http://european-­‐council.europa.eu/media/639235/st00tscg26_en12.pdf	  33	  Bondes	  &	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  (2011):	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independent	  actor,	  as	  well	  as	  a	  reminder	  of	  the	  incomplete	  institutionalization	  of	  the	  euro.	  In	  connection	  to	  McNamara’s	  criticism	  of	  the	  Eurozone,	  we	  can	  say	  that	  there	  has	  been	  some	  improvement.	  The	  ECB	  clearly	  showed	  its	  ability	  for	  crisis	  response	   and	   some	   capacity	   to	   act	   independently	  with	   self-­‐conducted	   policies.	  On	  the	  other	  hand,	  its	  limitations	  are	  apparent	  and	  also	  the	  fact	  that	  there	  is	  still	  some	  way	  to	  go	  for	  further	  fiscal	  or	  even	  political	  integration.	  	  Besides	   the	   role	   of	   the	   Euro,	   I	   would	   like	   to	   also	   discuss	   the	   so-­‐called	  “Eurobonds”	   in	   connection	   with	   the	   Eurocrisis	   and	   McNamara’s	   vision.	  Eurobonds	   are,	   as	   the	   name	   suggests,	   bonds	   collectively	   issued	   by	   the	   18	  member	   states	   of	   the	   Eurozone.	   This	   would	   make	   it	   considerably	   easier	   for	  states	  suffering	  from	  the	  current	  crisis	  to	  acquire	  funds	  at	  a	  reasonable	  price.	  For	  “well-­‐performing”	   countries	   this	   would	   mean	   an	   increase	   in	   interest	   rates,	  however.35	  Proponents	  of	  the	  creation	  of	  joint	  European	  bonds	  have	  identified	  a	  number	  of	  potential	  benefits	  for	  this	  policy	  approach.	  According	  to	  them,	  Eurobonds	  would	  reduce	   the	   risk	  of	  member	   states	  having	   to	  be	  bailed	  out	   considerably	   as	   they	  can	  always	  get	  cheap,	  “fresh”	  capital.36	  On	  the	  other	  side,	  this	  could	  lead	  to	  some	  member	  states	  exploiting	   the	  opportunity	  of	   cheap	  money	  and	   “free-­‐riding”	  on	  the	  costs	  of	  the	  other	  states.	  The	  issuing	  of	  Eurobonds	  would	  most	  likely	  have	  another	  side	  effect	  that	  could	  potentially	  be	  very	  beneficial	   to	  all	  members	  of	   the	  Eurozone:	   the	  chances	   that	  the	  euro	  becomes	  the	  reserve	  currency	  of	  choice	  would	  increase	  if	  the	  bonds	  are	  supported	  by	  appropriate	  institutions.3738	  In	  that	  case,	  Eurobonds	  would	  directly	  compete	  with	  the	  T-­‐bonds	  issued	  by	  the	  US	  Fed.	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Furthermore,	   Eurobonds	   could	   make	   up	   for	   the	   fact	   that	   the	   ECB	   under	   the	  current	  legal	  framework	  still	  is	  not	  a	  “lender	  of	  last	  resort”	  as	  it	  would	  give	  states	  some	  breathing	  time	  to	  adjust	  their	  fiscal	  policies.39	  In	  their	  work,	  Favero	  and	  Missale	  also	  stress	  that	  there	  is	  a	  number	  of	  ways	  for	  the	  Eurozone	  to	  go	  about	  the	  creation	  of	  Eurobonds	  as	  well	  as	  the	  fact	  that	  while	  Eurobonds	  mean	  further	  political	  integration,	  they	  are	  not	  as	  far	  a	  step	  as	  fiscal	  integration	   as	   it	   has	   less	   immediate	   costs	   for	   member	   states.40	  In	   this	   way,	  member	   states	   could	   opt	   for	   slower	   integration	   or	   differently	   put,	   muddle	  through.	  The	   biggest	   problem	   with	   Eurobonds,	   are	   the	   quite	   apparent	   downsides	   for	  states	  that	  (at	  least	  in	  their	  eyes)	  have	  shown	  fiscal	  discipline	  and	  have	  therefore	  not	   been	   hit	   hard	   by	   the	   crisis.	   Those	   countries	   are	   mostly	   from	   Central	   and	  Northern	   Europe	   and	   notably	   include	   Germany	   and	   France.	   In	   2012,	   the	  Economist	   released	   an	   estimate	   on	  what	   the	   introduction	  of	   Eurobonds	  would	  mean	   for	   the	   Eurozone	   member	   states.	   In	   their	   prediction,	   Germany	   would	  virtually	  pay	  1,9%	  of	  its	  GDP	  while	  it	  would	  still	  cost	  0,9%	  of	  GDP	  for	  France.	  On	  the	  other	  hand,	  Portugal	  would	   save	  nearly	  9%	  of	   their	  GDP	  while	   Italy	  would	  still	  save	  2,4%	  and	  Spain	  1,7%.	  The	  author	  of	   this	  study	  claims	  that	  this	  would	  still	  be	  considerably	  cheaper	  than	  a	  Greek	  exit	  of	  the	  Eurozone.41	  However,	  as	  we	  know	  today,	  this	  scenario	  didn’t	  play	  out	  and	  since	  April,	  Greece	  is	  back	  on	  the	  bond	  market	  and	  able	  to	  acquire	  funds	  for	  themselves	  without	  the	  help	  of	  the	  Troika.42	  Not	  surprisingly,	  Germany	  is	  not	  a	  big	  advocate	  of	  this	  proposal	  as	   it	  would	  hit	  them	   hardest	   and	   austerity	   measures	   have	   a	   great	   tradition	   in	   the	   Federal	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  Ibid:	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  40	  Ibid:	  264,	  268.	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  “Eurobonds:	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  Rechnung”,	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  (May	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Republic.	   Chancellor	   Merkel	   even	   went	   so	   far	   as	   to	   proclaim	   that	   Eurobonds	  would	  not	  happen	  “in	  her	  lifetime.”43	  It	   seems	   like	   the	   absolute	   opposition	   of	   the	   Eurozone’s	   largest	   economy	   to	  Eurobonds	   has	   cooled	   the	   debate	   somewhat	   as	   Eurobonds	   have	   largely	   been	  absent	  in	  European	  headlines.	  In	   her	  work,	  McNamara	   assigns	   the	   Eurobonds	   a	   vital	   place.	   According	   to	   her,	  only	  a	  unified	  treasury	  bill	  on	  the	  model	  of	   the	  American	  T-­‐bills	  will	  be	  able	  to	  truly	  transfer	  the	  benefits	  of	  the	  political	  and	  economic	  power	  of	  the	  European	  Union	   onto	   the	   Euro.	   Without	   the	   capacity	   of	   debt	   financing	   that	   come	   with	  Eurobonds,	   the	   European	   currency	   will	   simply	   not	   attract	   as	   many	   investors.	  Furthermore,	  competition	  between	  member	  states	  of	   the	  Eurozone	   to	  have	   the	  leading	   bonds	   that	   will	   place	   them	   above	   its	   fellow	   member	   states	   in	   the	  preference	  of	  investors.	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Conclusion	  	  As	  I	  mentioned	  earlier,	  McNamara’s	  outlook	  on	  potential	  developments	  of	  the	  Euro’s	  monetary	  power	  was	  very	  optimistic.	  The	  Eurozone	  crisis	  has	  had	  a	  variety	  of	  impacts	  on	  her	  ideas.	  The	  trust	  of	  investors	  in	  the	  Euro	  has	  been	  severely	  shaken	  and	  it	  will	  surely	  take	  some	  time	  until	  the	  Euro	  will	  be	  an	  as	  popular	  currency	  as	  before	  the	  crisis.	  	  On	  the	  other	  hand,	  the	  Eurozone	  is	  currently	  still	  undergoing	  serious	  changes,	  not	  least	  through	  the	  ESM	  and	  fiscal	  compact	  that	  promise	  further	  European	  integration.	  Furthermore,	  the	  ECB	  has	  shown	  that	  it	  is	  capable	  of	  serious	  crisis	  response	  and	  is	  ready	  to	  exploit	  all	  its	  possibilities	  to	  conduct	  as	  independent	  policies	  as	  possible.	  Even	  though	  the	  constraints	  in	  its	  abilities	  have	  become	  very	  apparent	  during	  the	  crisis,	  the	  ECB	  has	  overall	  become	  a	  more	  important	  actor	  in	  the	  international	  financial	  arena.	  With	  regards	  to	  the	  Eurozone	  as	  a	  whole,	  the	  main	  lesson	  from	  the	  Euro	  crisis	  is	  that	  the	  member	  states	  are	  prepared	  to	  burden	  themselves	  with	  considerable	  costs	  to	  safeguard	  the	  euro	  and	  keep	  all	  member	  states	  within	  the	  Eurozone.	  A	  lot	  of	  developments	  are	  still	  in	  the	  balance,	  though.	  Fiscal	  and	  political	  integration	  of	  the	  EMU	  are	  still	  far	  from	  finished	  and	  the	  negotiation	  rounds	  in	  the	  next	  few	  years	  will	  show	  how	  serious	  the	  Eurozone	  members	  are	  about	  reforming	  their	  institutions.	  Especially	  the	  introduction	  of	  Eurobonds,	  which	  would	  equip	  the	  European	  institutions	  with	  considerable	  capacities,	  is	  far	  from	  likely.	  As	  long	  as	  the	  head	  of	  the	  German	  government	  opposes	  these	  joint	  European	  bonds,	  they	  will	  simply	  not	  be	  created.	  With	  regards	  to	  McNamara’s	  article,	  the	  developments	  in	  reserve	  currency	  denomination	  and	  the	  global	  bond	  market	  leading	  up	  to	  the	  Euro	  crisis	  indicate	  that	  the	  Euro	  can	  really	  be	  a	  contender	  to	  the	  dollar.	  However,	  even	  though	  further	  integration	  within	  the	  EMU	  has	  been	  decided	  by	  the	  member	  states	  and	  the	  ECB	  has	  shown	  some	  muscle	  during	  the	  current	  crisis,	  some	  core	  developments	  are	  still	  in	  the	  making	  while	  others	  will	  most	  likely	  not	  happen	  in	  the	  near	  future	  (serious	  political	  integration	  and	  Eurobonds).	  However,	  her	  arguments	  are	  still	  as	  valid	  today	  as	  they	  were	  before	  the	  crisis.	  Of	  course,	  some	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developments	  that	  jeopardize	  her	  conclusions	  have	  occurred	  but	  the	  overall	  idea	  that	  positive	  internal	  developments	  in	  the	  Eurozone	  strongly	  influence	  the	  external	  role	  of	  the	  Euro	  is	  of	  continuing	  importance.	  Europeans	  searching	  to	  increase	  the	  position	  of	  the	  Euro	  in	  the	  global	  financial	  arena	  can	  find	  some	  valuable	  policy	  recommendation	  in	  her	  work.	  The	  overall	  optimism	  surrounding	  her	  judgment	  of	  the	  potential	  of	  the	  Euro	  does	  not	  do	  away	  with	  this,	  on	  the	  contrary	  it	  invites	  for	  critique	  and	  critical	  thinking.	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